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subpart C derivatives clearing organi-
zation shall regularly test its proce-
dures for accessing its liquidity re-
sources under paragraph (c¢)(3)(i) of this
section, including testing its arrange-
ments under paragraph (c)(3)(ii) and its
relevant liquidity provider(s) under
paragraph (d)(1) of this section.

(e) Documentation of financial re-
sources and liquidity resources. Each sys-
temically important derivatives clear-
ing organization and subpart C deriva-
tives clearing organization shall docu-
ment its supporting rationale for, and
have appropriate governance arrange-
ments relating to, the amount of total
financial resources it maintains pursu-
ant to paragraph (a) of this section and
the amount of total liquidity resources
it maintains pursuant to paragraph (c)
of this section.

§39.34 System safeguards for system-
ically important derivatives clear-
ing organizations and subpart C de-
rivatives clearing organizations.

(a) Notwithstanding §39.18(e)(3), the
business continuity and disaster recov-
ery plan described in §39.18(e)(1) for
each systemically important deriva-
tives clearing organization and subpart
C derivatives clearing organization
shall have the objective of enabling,
and the physical, technological, and
personnel resources described in
§39.18(e)(1) shall be sufficient to enable,
the systemically important derivatives
clearing organization or subpart C de-
rivatives clearing organization to re-
cover its operations and resume daily
processing, clearing, and settlement no
later than two hours following the dis-
ruption, for any disruption including a
wide-scale disruption.

(b) To facilitate its ability to achieve
the recovery time objective specified in
paragraph (a) of this section in the
event of a wide-scale disruption, each
systemically important derivatives
clearing organization and subpart C de-
rivatives clearing organization must
maintain a degree of geographic dis-
persal of physical, technological and
personnel resources consistent with the
following for each activity necessary
for the daily processing, clearing, and
settlement of existing and new con-
tracts:

§39.35

(1) Physical and technological re-
sources (including a secondary site),
sufficient to enable the entity to meet
the recovery time objective after inter-
ruption of normal clearing by a wide-
scale disruption, must be located out-
side the relevant area of the physical
and technological resources the sys-
temically important derivatives clear-
ing organization or subpart C deriva-
tives clearing organization normally
relies upon to conduct that activity,
and must not rely on the same critical
transportation, telecommunications,
power, water, or other critical infra-
structure components the entity nor-
mally relies upon for such activities;

(2) Personnel, who live and work out-
side that relevant area, sufficient to
enable the entity to meet the recovery
time objective after interruption of
normal clearing by a wide-scale disrup-
tion affecting the relevant area in
which the personnel the entity nor-
mally relies upon to engage in such ac-
tivities are located;

(3) The provisions of §39.18(f) shall
apply to these resource requirements.

(c) Each systemically important de-
rivatives clearing organization and
subpart C derivatives clearing organi-
zation must conduct regular, periodic
tests of its business continuity and dis-
aster recovery plans and resources and
its capacity to achieve the required re-
covery time objective in the event of a
wide-scale disruption. The provisions of
§39.18(j) apply to such testing.

(d) The Commission may, upon re-
quest, grant an entity, which has been
designated as a systemically important
derivatives clearing organization or
that has elected to become subject to
subpart C, up to one year to comply
with any provision of this section.

§39.35 Default rules and procedures
for uncovered credit losses or li-
quidity shortfalls (recovery) for sys-
temically important derivatives
clearing organizations and subpart
C derivatives clearing organiza-
tions.

(a) Allocation of uncovered credit losses.
BEach systemically important deriva-
tives clearing organization and subpart
C derivatives clearing organization
shall adopt explicit rules and proce-
dures that address fully any loss aris-
ing from any individual or combined
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